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THE UNIVERSITIES AND THE LOCAL ECONOMY 
A. Background 
 
1. The Advanced Knowledge and Skills for Sustainable Growth Project (AKSI) supports upgrading 
of four target universities to improve access, quality and relevance of their programs to meet (local) 
needs to support economic growth. The project supports three public universities in Sumatra, University 
of Malikussaleh (UNIMAL), University of Jambi (UNJA), University of Riau (UNRI), and one public 
university in Bandung, West Java, Indonesia University for Education (UPI). The investment in the four 
universities will result in new buildings, new equipment, better trained staff, and improved 
education, improved research and collaboration programs in a specific discipline to become a 
center of excellence (COE). UNIMAL, UNJA, and UNRI will focus on sustainable agriculture, 
sustainable natural resources, and marine and aquatic science respectively, while UPI will focus 
on training of technical-and-vocational-education-and-training (TVET) teachers to meet national 
priorities for skilled and highly skilled human resources.  
 
2. This document describes the background of each university and how the development of its 
COE, including introduction of appropriate technology, will be aligned with local economic demands for 
the Sumatran universities and the national need for TVET teachers for UPI. It outlines how investments 
in COEs will improve access to new and appropriate technologies and how these investments represent 
an opportunity to stimulate innovation in local economies. In particular, research and development to be 
undertaken is to apply advanced knowledge to problems, acquire new knowledge, and serve as a basis 
for securing commercial and other benefits of research. 
 
B. University of Malikussaleh  
 
3. UNIMAL’s core function is to provide the local economy with a professional and highly 
skilled workforce. UNIMAL also plans to develop a COE specializing in sustainable agriculture 
aligned with provincial and national economic priorities. The physical and non-physical upgrading 
under AKSI will strengthen UNIMAL’s core function and enable its COE to innovate. For UNIMAL, 
innovation is both absolute, through introducing leading edge technologies into its research and 
development activities, and relative, through introducing farming and marketing technologies new 
to local farmers.  
 
4. History. During its near 50-year journey, UNIMAL grew from a small religious academy 
with one faculty offering one major to one of the top two public universities in Aceh with 8 faculties 
offering 37 graduate and undergraduate programs. UNIMAL has its origins as a Religious 
Academy (Akademi Ilmu Agama - AIA) established in 1969 by the local government of North Aceh 
offering diplomas in Sharia and political science. In 1972, the AIA became an Islamic School of 
Higher Learning (Perguruaan Tinggi Islam Malikussaleh PERTIM) governed by the Islamic Higher 
Education Foundation and offering several majors. By 1980, PERTIM became a private university 
(UNIMA), with four faculties: Agriculture, Economics, Education and Law. UNIMA added two more 
faculties, administration and engineering, but closed its education school in 1990 due to lack of 
enrollment. In 2001, the university was nationalized into the University of Malikussaleh (UNIMAL), 
a general public university, with five faculties, and subsequently added a medical faculty, a 
graduate school, and re-opened its education faculty.  
 
5. University of Malikussaleh and the community. UNIMAL’s close relationship with local 
governments and surrounding villages is a significant influence on its continued development. 
UNIMAL’s journey from a small academy in eastern Aceh to a regional public university is best 
appreciated against the backdrop of its culture and recent history. There are religious and cultural 
differences across Aceh and with much of the rest of Indonesia, giving the Acehnese a distinct 
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identity. Aceh’s recent history is marked by legacies of a prolonged separatist conflict and 
recovery from the 2004 tsunami that devastated much of western Aceh. While the tsunami did 
not reach UNIMAL, North Aceh and Lhokseumawe were among the most conflict-affected zones, 
and the areas surrounding the campus witnessed political violence, martial law, population 
displacement, and human rights violations. Despite those turbulent times and recognizing the 
importance of higher education for regional economic development, the Malikussaleh University 
Foundation, local governments, and surrounding villages worked together to establish the 84-
hectare Reuleut Campus in 1987. In 2009, the City of Lhokseumawe gave UNIMAL the former 
Exxon Mobil housing estate (105 hectares) that was built in 1975 following the start of oil and gas 
exploration in Aceh. Two more small campuses are located in Lhokseumawe City, Lancang 
Garam (1.5 hectares) and Uteunkot (two hectares).  
 
6. Local economy. After an oil boom beginning in the 1970’s and lasting through the 1990s, 
the local economy slowed and returned to its agricultural roots. The extractive industries that 
began around 1970 changed the economic structure of the city of Lhokseumawe and district of 
North Aceh from agrarian to mining, oil, gas, logging, and associated downstream industries such 
as fertilizer and pulp paper manufacturing. By the mid-1970s, Lhokseumawe was one of the most 
industrialized cities outside of Java. As the largest oil and gas producer in Indonesia, North Aceh 
was one of its richest districts, although little of the wealth remained in the local economy. The 
end of the oil and gas era was accelerated by intensification of the conflict, and by the early 2000s 
production was down, economic growth was negative, and unemployment and poverty were up. 
By August 2017, open unemployment in North Aceh was 11.02% and in Lhokseumawe 10.51% 
compared to 6.75% for the province and 5.5% for Indonesia overall. North Aceh’s poverty rate 
was 19.8% compared to 16.9% for the province and 10.6% for Indonesia overall. The gini ratio 
was 0.329 compared to country’s overall ratio of 0.393. With the disappearance of oil, gas, mining 
and logging jobs, farmers returned to agriculture as the main source of employment. The local 
government development plans include strengthening agro-industry to create stable employment 
opportunities and to expand markets for farmers. UNIMAL’s COE is aligned with this development 
agenda. In January 2017, it was announced that Arun Lhokseumawe would become a 2,226-
hectare Special Economic Zone over the next 10 years with an international standard seaport. In 
2017 the nominal gross domestic product (GDP) for Aceh was $10.9 billion and the per capita 
GDP was $2,111 making it the 29th out of the 33 Indonesian provinces in terms of per capita GDP. 
 
7. Although the local economy is starting to recover, unemployment is still high. In 2017 new 
graduates took an average of 18 months to find paid employment compared to 5.39 months for 
Aceh overall. According to the 2017 labor force study micro-data, most people in Aceh with tertiary 
qualifications work in jobs requiring those qualifications (56% of managers, 89% of professionals 
and 67% of technicians have tertiary qualification) and apart from clerks and office workers (67% 
with post-secondary credentials work in jobs requiring senior secondary education), few are 
overqualified for their occupations.1 According to labor force survey panel study from 2013/2014 
once employed, people in Aceh tend to remain in their jobs.2 As the economy continues to grow 
more jobs requiring university degrees will be created. With a diversifying student population, the 
time to first employment is expected to decrease as students from other districts seek employment 
near home. 
 

                                                
1 Government of Indonesia, Central Agency of Statistics. 2017. Labor force survey August 2017 (microdata). Jakarta 
2 Government of Indonesia, Central Agency of Statistics. 2014. Labor force panel study 2012/2013 and 2013/2104 

education and employment 2017 (microdata). Jakarta. 
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8. Increase enrolment. Upgrading UNIMAL will improve access to university education in 
the neighboring districts and cities. Between 2010 and 2018, UNIMAL’s student population 
doubled, and the university plans to increase enrollment to 21,500 by 2024, ultimately enrolling 
25,000 students or more.3 While the addition of the Bukit Indah campus in 2009 permitted an 
increase in enrollment, many of the Reuleut campus buildings were overcrowded. However, the 
living rooms of former expat houses at Bukit Indah are not suitable as university classrooms.4 
UNIMAL plans to increase admission from about 3,800 students a year to about 5,900, a target 
based on the increasing number of senior secondary graduates and a steeply rising number of 
applicants for admissions. The overwhelming majority of new students come from Lhokseumawe 
and North Aceh (90%). UNIMAL plans to change the admissions ratio to 65:35 by 2026. In 2018, 
the university admits one out of every five applicants and as its competitiveness improves would 
like to be more selective admitting one out of every 10 applicants by 2026 (footnote 3).  
 
9. Improve Quality. Upgrading will help with UNIMAL’s improve its quality and 
competitiveness. In terms of quality as measured by accreditation, UNIMAL is accredited B as an 
institution, and in 2017, 56% of its study programs were accredited “B,” 28% “C”, and 16% were 
new. In 2017, UNIMAL was ranked 2nd in Aceh, and 360 out of 555 universities in Indonesia, 
according to the Ministry of Research, Technology and Higher Education ranking.5 The physical 
and non-physical components of upgrading will help improve program accreditation and overall 
university ranking which are weighted heavily for staff qualifications, research, and facilities.6  
 
10. University of Malikussaleh’ Center of Excellence will take shape during project 
implementation through a collaborative design process with the stakeholders. Currently the 
university staff are considering introducing innovations for nursery technologies and renewable 
energy for land processing, harvest, and agriculture and fishery product preservation. Examples 
of innovations could include, inter alia, a database and detailed mapping of soil types, production 
of new seed varieties, field tools for on-farm precise soil sampling, applications for marketing, and 
innovative methods for COE and outreach design. UNIMAL plans to start with improving the 
profitability of the familiar food crops, while researching the potential of increasing production of 
essential oils over the next 10 years.  
 
11. Patchouli (atsiri) oil Indonesia produces 92% of total world production of Patchouli (atsiri) 
oil and 59% of that is produced in Aceh. UNIMAL has a 10-year plan for improving quality and 
production of patchouli, beginning with identifying the germplasm of the local atsiri, mapping North 
Aceh plantation areas, researching existing cultivation methods, and reviewing current marketing 
practices. The aim is that at the end of the plan, a superior atsiri seed suitable for North Aceh 
farming will be available, farmers will be able to produce and refine high quality atsiri derivative 
acceptable to the market using renewable energy, and a marketing system for a high volume, 
value-added essential oil production and distribution will be used by the farmers in Aceh. 
 
  

                                                
3 University of Malikussaleh. 2017. Readiness Criteria for Advanced Knowledge and Sustainable Growth Project. 

Loksamaweh. 
4 Capital improvement during this growth in enrollment was limited. The central government began construction of 4 

buildings that was interrupted and remain unfinished. The government of Aceh built a library and sports facilities, and 
the government of Lhokseumawe renovated two classrooms. 

5 Ministry of Research, Technology and Higher Education ranking (accessed on 20 July 2018). 
6 The human resource development component in UNIMAL’s proposal component includes 15 PhDs, 300 other non-

degree training programs, and joint research with universities in Australia, Germany, the Netherlands, and New 
Zealand. 

http://pemeringkatan.ristekdikti.go.id/assets/document/klasifikasi20151.pdf
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C.  University of Jambi 
 
12. UNJA’s core function is to provide the regional economy with a professional and highly 
skilled workforce; it also plans to further develop its reputation as a COE focused on sustainable 
natural resources management. UNJA will use the AKSI project to strengthen its graduate and 
undergraduate programs and to improve management and administrative functions. This will 
contribute to its long-term goal of becoming an autonomous university serving the national as well 
as provincial economies within the next 10–15 years. UNJA’s strategy for developing its COE 
builds on its successful and long-term participation in a Collaborative Research Center with other 
universities that research tropical lowland rainforests7. Research results from this inter-university 
collaboration have contributed to development of innovative models for land use that balance 
economic needs with maintaining bio-diversity above and below the soil. AKSI will help UNJA 
strengthen its contribution to tropical lowland rainforest maintenance by supporting physical and 
non-physical resources needed for research and development of innovative solutions for 
provincial, national and global concerns, such as management of peatlands, wetlands, and 
carbon capture and storage. 
 
13. History. UNJA’s 58-year evolution can be characterized as 40 years of steady growth in 
programs followed by explosive growth since 2000. UNJA was first established in 1960 as a 
private commercial studies academy (Akademi Perniagaan Jambi) by a foundation sponsored by 
the provincial government, prominent local leaders, and led by the Jambi City mayor. Three years 
later the State University of Jambi (Universitas Negeri Jambi) was established as a national 
university under the policy of establishing one public university in each province. In 1977, the 
governance structure evolved from a presidium with an appointed head to one with an elected 
rector. In 1982, the university’s name was changed to Jambi University (Universitas Jambi) with 
5 faculties. By 1996, UNJA had expanded its programs of study from 5 to 14 and by the year 2000 
the university’s 5 faculties offered 21 programs. Between 2000 and 2007. UNJA added 19 
additional study programs, and between 2012 and 2018, 48 new programs. At present, the 
university has 13 faculties8 offering 88 programs (4 Doctorate [PhD], 19 Masters, 3 Professional, 
52 Undergraduate, and 10 Diplomas in vocational subjects). UNJA is currently awaiting official 
approval for 6 more programs that will bring the total to 94.  
 
14. UNJA seeks to transition from a regional university with strong connections to the 
provincial government to a national university offering a wide choice of programs and international 
standard research to a diverse student body. In 2017 UNJA enrolled 25,372 students, including 
6,704 new students, 20% of whom come from outside Jambi. While UNJA offers many options 
for study programs, their quality still needs improvement. Of its 88 programs, 40% are accredited 
C, 56% accredited B, 3% accredited A, and 1% unaccredited by the Higher Education National 
Accreditation Board (BAN PT).9 New programs are particularly weak; of the 51 programs 
approved since 2012, 70% are accredited C and the rest are B or not accredited. The graduate 
programs are the strongest, with all 4 PhD programs at B level, and 16 of the 19 Masters programs 
at B level in 2017. More than half improved from C to B over 5 years. The large undergraduate 

                                                
7 Goettingen University (Germany), Tadulako University (Sulawesi, Indonesia), and the Bogor Agricultural University 

(West Java, Indonesia). 
8 Faculties of Law, Economics, Animal Husbandry, Teacher Training and Education, Medicine and Health Sciences, 

Science and Technology, Agricultural Technology, Cultural Studies, Social and Political Science, Forestry, 
Engineering, Sports Science, and Postgraduate Faculty. 

9 The Badan Akreditasi Nasional Perguruan Tinggi (BAN PT) is the independent accreditation body for higher 
education that accredits both programs and institutions on an A, B, C unaccredited scale. 
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degree program is weakest, with 54% of its programs rated C. UNJA will use AKSI resources to 
move 18 programs to A level accreditation.  
 
15. Diversification of the student population includes hosting more international students and 
attracting students from other parts of the archipelago.10 Jambi’s population is only 3.14 million 
people of whom 278,000 live below the poverty line. In 2017, just under 38,000 students 
graduated from Jambi’s general or Islamic senior secondary schools,11 with many students 
attending senior secondary school in other provinces.12 At present, the university graduates about 
4,000 students a year. Undergraduates take an average of 4.8 years to complete their program 
with most of the “extra” 8 months used to complete the mandatory senior thesis. New graduates 
take an average of 8 months to find their first paid employment. UNJA has 744 full and part time 
teaching staff and 312 non-teaching academic, professional, and support staff; its assets include 
9 campuses ranging from 1,000,920 m2 to 6,765 m2. In 2016, UNJA’s budget was for 50,6% based 
on non-tax revenue sources and 49.4% from central government allocation.  
 
16. Tropical rainforest UNJAs aspirations are best understood in the context of its location 
and resources. UNJA is a large university located in a province with a modest economic growth, 
a large area of 53.5 km2, a small population of 3.4 million people, and diminishing bio-diversity 
reserves.13 The area covered by tropical forests declined from 2.179 million hectares in 2012 to 
1.167 in 2016. The provincial economy is dominated by agriculture, forestry and fisheries 
comprising of 29.4% output, followed by mining and quarrying at 17.66% of output. While on the 
expenditure side, the provincial GDP is mostly used for the export imbalance, around 69.48%. 
Industrial scale agriculture uses 400,500 ha for palm oil and 600,000 ha for rubber plantations. 
Open unemployment was 3.8% in August 2017 and the poverty rate 8.4%, well below the national 
average. 
 
17. Human capital for provincial priorities: sustainable natural resource management 
The university plays an important role in the local economy, applying its human and intellectual 
capital to meeting provincial government’s priorities. In 2017, the nominal GDP was $14.3 billion 
with a GDP per capita of $4,064 making it the 7th out of 33 provinces in terms of per capita GDP. 
The poverty rate was 7.4%, below the national average of 10.6% and the gini ratio was 0.334. 
Both the provincial government and university are financed through a combination of own-source 
revenue and central transfers. The provincial budget was $867,500 in 2016 with $190,000 
thousand for capital expenditures, while the university budget for the same years was $16,247 
million with $1.2 million for capital expenditure (footnote 12). In 2016, the provincial government 
raised $75,000 from its own source revenue while the university raised $9.5 million during the 
same period through tuition and other sources. The provincial budget is almost entirely consumed 
by its mandatory functions such as senior secondary education. Its capital improvement budget 
is consumed by its program for micro hydro power plants to provide villages with electricity. The 
university aims to use the COE resources for activities that advance the provincial priority to 
manage its remaining natural resources. These activities include research and development of 
innovative practices in agro-forestry to conserve bio-diversity and cost-effective adaptations of 
palm oil plantation management to avoid flood damage caused by a combination of disruption of 
forest cover, soil loss, and disruption of water courses.  
 

                                                
10 At present, a few international PhD students from the University of Goettingen in Germany conduct part of their 

dissertation research at UNJA. 
11 Ministry of Education and Culture. 2017. Annual school survey 2016/2017 (micro data). Jakarta. And Ministry of 

Religious Affairs. 2017. Annual school survey 2016/2017 (micro data). Jakarta.  
12 Government of Jambi. 2016. Medium-term Regional Development Plan 2016-2021. Jambi 
13 Approximately $9 billion GDP in 2016. 



6 

18. AKSI will support UNJA in achieving its five strategic goals. In 2018, UNJA became a 
semi-autonomous university granting it more leeway in implementing and financing its strategic 
development plan. The first goal is to standardize the content of professional programs to match 
the Indonesia Qualifications Framework and benchmark them to regional standards for higher 
education. The second is to develop research centers aligned to rural and regional priorities, a 
goal that is supported and monitored by AKSI key indicators. Strengthening partnerships with 
government and other universities and reaching out to industry and international education 
providers are the third and fourth goal, and these are also monitored by AKSI. Finally, UNJA 
seeks to accelerate upgrading its internal quality assurance mechanisms.  
 
19. UNJA’s COEs will apply its innovative approaches and technologies to new areas for 
natural resource management, such as peatlands and swamp area. The land biosphere absorbs 
30% of the CO2 produced by humans and thus contributes significantly to reducing global 
warming. The Indonesian government has recognized the enormous importance of peat forests, 
not only as CO2 sinks but also as biological warehouse with a high biodiversity, including a 
number of endangered species. UNJA’s COE will continue to develop innovative methods and 
technologies to integrate agricultural land use and conservation at landscape scale in one of the 
largest tropical lowland forests in Southeast Asia. 
 
D.  University of Riau 
 
20. UNRI’s core functions are to provide the regional economy with a highly skilled workforce 
and to implement national policies and priorities for higher education. UNRI will use the AKSI 
project to (i) relieve the strain on its graduate and undergraduate programs caused by expansion 
in student population and numbers of programs without commensurate capital improvements, (ii) 
strengthen the regional and national economy through the improved readiness of its students and 
graduates, (iii) attain the status of autonomous university within the next 10 years; and (iv) 
strengthen its graduate and research programs by building its reputation as a COE in using 
appropriate and advanced technology in applied marine and aquatic science.   
 
21. History. Since its founding in 1962, UNRI’s evolution as a public university has mirrored 
the changes in government’s higher education policy. Over it 56-year history, UNRI has been 
overseen by three policy regimes, each affecting its programs and organization. The Higher 
Education Law, 1961 prescribed establishing one public university in every province, standardized 
the structure of the faculties and programs, introduced the “tri dharma”,14 emphasized character 
development in tandem with academics, and stipulated university governance structure. 
Reflecting contemporary government laws and policies, UNRI began in 1962 with the mandatory 
minimum of two faculties (i) commercial studies and public administration and (ii) teaching and 
education, reflecting the national priories to fill the positions of civil servants, businessmen and 
teachers with Indonesians and to expand education. In 1962, only 40% of the population had 
completed four years of primary education. In 1963, UNRI added two more faculties (i) economics 
and (ii) mathematics and science, again following national mandates. In 1964, UNRI added faculty 
in fisheries. The emphasis was on developing the embryonic higher education system to serve 
the governance agenda of the newly independent nation.   
 
22. Under a second polity regime, starting from 1975 onwards, government priorities changed 
to economic and technical development, and the successive master plans, medium- and long-
term strategies for higher education emphasized massification, program relevance through strong 

                                                
14 Three purposes of universities: teaching, research, and service to the nation.  
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linkages with regional and national development priorities, mission differentiation, and science 
and technology.15 Other significant policies permitted higher education institutions (HEIs) to offer 
three program levels, diploma, undergraduate and graduate, addressed issues of improving 
quality and efficiency of higher education systems by shortening time to graduation by introducing 
academic credit and assessment schemes and other attributes of the Anglo-American higher 
education model. Under the second regime, UNRI expanded the number of programs and 
enrollment in step with the nation policy to move the higher education system from elite (15% or 
lower Gross Enrollment Ratio - GER) to mass status (16% to 50% GER), opened a non-degree 
faculty of technology with study programs in agricultural extension and civil engineering 
implementing a policy of relevance to local and national development priorities.  
 
23. The third regime, the one that applies now was formalized with the Higher Education Law, 
2012. The start of the regime can be identified at the turn of the century when universities could 
seek autonomous status and opened the way for globalization as stipulated in the regulation on 
Higher Education as State Owned Legal Entities, 1999. Under this policy climate, government 
policies began a push toward universal higher education through public and private providers, 
allowing universities more control over programs and content, and implemented an independent 
accreditation system for quality assurance, among other innovations. Supporting an economy in 
transition from growth derived from efficiency gains to growth stimulated by innovation, the higher 
education policy climate turned its attention to: developing a set of “world class” universities, 
preparing for industry 4.0, advanced technologies, the innovation economy, and has begun to 
explore good practices from Asian models of higher education systems. Under this regime, UNRI 
has expanded and diversified the number of programs to 81 and faculties to 10 aligned with 
policies to move towards universal HEI (over 50% GER).16 The university is also pursuing 
autonomous status and is working to become a “world class” university with a strong international 
reputation over the next 10 years.  
 
24. Enrolment. UNRI remains the only public general HEI in Riau. By 1999, UNRI enrollment 
had grown to 12,626 students, by 2009 enrollment had nearly doubled to 23,569 and by 2018 had 
increased to just under 35,000. The Education Faculty enrolls 19% (7,339) of the students in line 
with the national policy of requiring all teachers to have undergraduate degrees. The Economics 
Faculty, which includes the business programs, enrolls another 18% (6,026), the Faculty of Social 
and Political Science has 17% of students (5,542) while the faculties of Engineering and Fisheries 
enroll approximately 11% each (3,814 and 3,242 respectively). The science, technology, 
engineering and mathematics faculties, a priority under national government policy, enrolls 19% 
of all students increasing to 28% if agriculture and medicine are included.   
 
25. Quality. UNRI is committed to improving the quality of its programming and upgrading its 
organizational systems. Institutional and program quality are measured by accreditation scores. 
UNRI is accredited at B level, a score that is valid for 5 years (footnote 8). In 2018, UNRI will 
undergo the next cyclical re-accreditation. At the program level, out of UNRI’s 19 graduate 
programs, 16 are accredited B, two are rated C (Chemical Engineering and Education 
Administration) and one is rated A (Administration Science). Approximately, 30% of the 51 
undergraduate programs are rated A (15 programs), 4% are rated C (two programs: Information 
Engineering and Forestry), and the remainder B. Of the subjects associated with marine and 
aquatic science 5 are rated A and 2 are rated B. A second measure of quality is university ranking. 

                                                
15 Nizam, Nizam. 2006. Higher Education in South East Asia - Indonesia. In: Higher Education in South East Asia. 

UNESCO Asia and Pacific Regional Bureau for Education, Bangkok, pp. 35-68. 
16 Social and Political Science, Engineering, Law, Economics, Agriculture, Mathematics and Science, Fisheries and 

Marine Science, Teaching and Education Science, Medicine, and a Graduate Faculty. 
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In 2018 UNRI was ranked 23rd out of the top 100 large universities by the Ministry of Research, 
Technology and Higher Education. Webometrics ranks it at 8th in Indonesia. In terms of quantity 
of students seeking admissions, UNRI is highly competitive. In 2010, 47,458 applicants competed 
for 6,000 spots and by 2015 the number rose to 78,186 applicants for 10,400 spots. UNRI 
currently enrolls approximately 7,000 students from other provinces.  
 
26. Premier university in a prosperous province. UNRI is located in one of the most 
economically vibrant provinces in Indonesia and one that will workers with international standard 
skills. In 2017, for example the realized domestic and foreign investment will create 31,000 new 
jobs. The relative prosperity of Riau and its demographic profile indicates a strong social demand 
for higher education for at least the next two decades. In 2017, 63.400 students graduated senior 
secondary schools (40,000 in the academic and 23,400 in the vocational streams) and indicating 
potential local demand for university education. Riau had a $52.7 billion-dollar economy in 2017 
at current market prices, representing 24% of the economy of the island of Sumatera. The 
province contributes 5.39% of the entire Indonesian GDP and is the largest economy on 
Sumatera, as well as the largest outside of Java. Main industries in the province are mining (28%) 
followed by manufacturing (25%) and agriculture (23%). Within agriculture, plantation crops 
account for 58% of the agricultural economy and fishing 13%. Per capita income was just under 
$8,000 in 2017 and is the highest in Sumatera and the highest outside of Java. Riau’s poverty 
rate in 2017 was 7.41%, lower than the Indonesian average of 10.6% but in the mid-range for 
Sumatera, and the Gini ratio was 0.33 lower than the Indonesian average for the same year. The 
population of Riau was 6.4 million in 2017 and is growing due to immigration. In 2015, there was 
an increase of 215,350 over the last 5 years of whom, 127,322 were between the ages of 20 and 
34. 
 
27. The university’s long-term development plan to internationalize and be globally 
competitive requires upgrading its academic and research programs to attract regional, national 
and international students and faculty to it specialized programs. At present, its research and 
development niche is in marine and aquatic science and is linked to provincial development 
priorities. Riau is a particularly “wet” province with three major rivers, extensive peat swamps, and 
natural reservoirs of fresh water. Climate scientists predict that global warming will result in severe 
water shortages around the world as fresh water resources becomes an increasingly precious 
natural resource. The COE will specialize in research and integrated programs in marine and 
aquatic science using both appropriate and advanced technologies for conserving wetlands, 
improving the health and well-being of wetland communities, and creating downstream products 
and industries.   
 
E. Indonesia University of Education 
 
28. UPI’s core function is to produce teachers for primary and secondary schools, including 
vocational secondary schools, as well as academic staff for tertiary education institutions. The 
proposed investment under AKSI project will strengthen UPI’s core function, especially in 
producing more and better vocational secondary school teachers. Indonesia requires more than 
236,000 additional practical skills teachers to support the revitalization of secondary vocational 
schools as mandated by the recently issued Presidential Regulation No. 9/2016. Development of 
a Center of Excellence in Technical and Vocational Education and Training (COE-TVET), 
particularly the establishment of six new study programs, will expand the capacity of UPI to 
produce to support improvements of the national TVET system. The planned COE-TVET will also 
offer a wide range of services including professional certification, competency tests, TVET 
research and development, and services to support and facilitate school industry partnership. All 
these services are indispensable to support the rapidly expanding TVET system nationally. 
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29. History. UPI has gone through a long history and tradition as a teacher college. UPI grew 
out of an institution of higher learning designed to produce school teachers, called Perguruan 
Tinggi Pendidikan Guru (PTPG) Bandung. This was established in October 1954, just over 9 
years after Indonesia’s independence. As a newly independent state, Indonesia badly needed to 
educate its people by providing quality education to reach as many people as possible, to 
accelerate the nation’s development to realize welfare for all. PTPG Bandung started off to 
operate as a small college, led by a Dean, to offer teacher education in (a) education science, (b) 
physical education science, (c) Indonesian language and literatures, (d) English language and 
literature, (e) cultural history, (f) Mathematics and Sciences, (g) Economic and State Law, and (h) 
Education and Research and Development. The college’s main building was a neglected villa, 
named Vila Isola, a remainder of the pre-World War II colonial era. The building was rehabilitated 
and is still used as the rectorate of UPI. It is known as Bumi Siliwangi (The House of Siliwangi).17 
When University of Pajajaran was established in November 1958, PTPG Bandung was integrated 
into the newly established university, as Faculty of Teacher Training and Education Sciences 
(FKIP) of the University of Pajajaran.  
 
30. In the same period, Institut Pendidikan Guru (Institute for Teacher Education, IPG) was 
established creating institutional dualism in teacher education. In order to end the institutional 
dualism, the Government issued Presidential Decree No. 1/1963 (1 May 1963) to merge FKIP 
University of Pajajaran and IPG to become Institute for Teacher Training and Education Sciences 
(Institut Keguruan dan Ilmu Pendidikan, IKIP) Bandung as the only teacher education institution 
at tertiary level in Bandung. At that time, IKIP Bandung has five faculties: (a) Faculty of Education 
Sciences; (b) Faculty of Social Sciences Teacher Education; (c) Faculty of Arts and Literatures 
Teacher Education; (d) Faculty of Sciences Teacher Education; and (e) Faculty of Engineering 
Teacher Education. To respond to the rapid demand for teachers particularly in West Java, IKIP 
Bandung opened extension classes in almost all districts across West Java. IKIP Bandung played 
increasingly important roles at the national level, following its designation as IKIP Pembina 
(leading institution) to nurture a number of teacher training institutes and education sciences 
outside Java, including embryonic IKIPs in Banda Aceh, Palembang, Palangkaraya, and 
Banjarmasin.  

 
31. Responding to the dynamics within the education sector and the changing labor market, 
the Government prepared IKIP Bandung to assume a wider mandate. IKIP Bandung was asked 
in the 1990s to expand its education beyond teacher education and training and start teaching 
non-education subjects. With the new and wider mandate, IKIP Bandung transformed from a 
higher education institution conducting only teacher training to a more general university to 
prepare students also for non-academic employment. IKIP Bandung became Indonesian 
University of Education (Universitas Pendidikan Indonesia, UPI) in 1999. UPI still has a strong 
focus on teacher education, however it also offers a significant of other subjects. To strengthen 
its role to supply teachers at all education streams and levels nationally, UPI needed to improve 
its management and governance. UPI as a state university was awarded broader autonomy, 
signified by the new legal entity status for the first time in 2004. In 2012, with enactment of the 
new Higher Education Law, UPI became a Legal Entity Higher Education Institution (Perguruan 
Tinggi Nigarra - Badan Hukum) in 2012, the highest level of autonomy in the higher education 
system. 

 
32. UPI developed from a small teacher education college, with a few hundred students in the 
1950s and 1960s, to become a formidable teacher education institution which also offers 

                                                
17 Siliwangi is the name of the great kingdom centered in West Java in the 15th century. 
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education in other fields. It now has 138 study programs at three-year diploma, college, masters, 
and doctorate levels, serving more than 36 thousand students. The university is supported by 
almost 1,340 academic staff with qualifications master’s and Doctorate degrees; more than 512 
of the academic staff hold doctorate degree. Duration of study has decreased from 6 years to 
complete bachelor’s degree before 2004, to 4.5 years after 2008. Time to get first job also 
decreased from one year on average before 2004 to become 6 to 8 months after 2008. 

 
33. TVET. UPI is particularly strong in TVET teacher education. It is one of the leading training 
institutions. It is a member of Vocational Teacher Education Consortium together with four other 
leading teacher training institution, namely State University of Padang, State University of 
Yogyakarta, State University of Malang, and UPI. As part of the TVET Center of Excellence UPI 
will open six new TVET teacher study programs in: (a) Information System and Technology; (b) 
Artificial Intelligent and Robotic; (c) Industrial Instrumentation Engineering; (d) Renewable Energy 
Engineering; (e) Chemical Engineering; and (f) Automotive Engineering. These programs were 
proposed based on labor market analysis from UPI, discussions with industry and with the Ministry 
of Education and Culture (MOEC). The six new study programs will admit on average 100 student 
per study program, potentially adding almost 600 graduates ready to teach at TVET schools and 
other training institutions. Capacity to accept new students will also improve following construction 
of buildings to support vocational teacher training. The other capacities that will come along with 
the development, such as in-service TVET teacher training and upgrading, competency testing, 
and certification will allow UPI to play a stronger role in the implementation of the national agenda 
to improve skills. Research and development will be conducted on improvement of the vocational 
teaching and learning process at secondary and tertiary level and at TVET policy development.   
 
34. Physical and non-physical investment under AKSI Project will strengthen UPI’s role in the 
revitalization of vocational schools nationally. The national vocational school system at the 
secondary level has expanded very rapidly to alter the proportion of student going to vocational 
school from one third in the early 2000s to more than half of the overall senior secondary 
enrollment in 2017. However, the expansion was constrained by the difficulty to provide sufficient 
support system for the newly established school, and even the existing schools. Shortage of 
productive teacher, those teaching practical skill, is acute facing twin deficits in terms of both 
quantity and quality. Teacher training institutions supplying vocational school teachers are limited 
in number and capacity.  

 
35. Given the large size of vocational education and training system, Indonesia has a very 
limited capacity to conduct research on TVET-teacher education. UPI with its TVET COE will be 
capable to fill this gap. In the past this function was performed by Vocational Education 
Development Centers in six locations: Medan, Jakarta, Cianjur, Bandung, Yogyakarta, and 
Malang, each focusing on different vocational area. Reorganizations in the MOEC changed all 
these centers to become Center for Development and Empowerment of Teachers and Support 
Staff. This transformation represents a loss to the vocational education system, for the centers 
now provide in-service training for all teachers, primary to senior secondary, general and 
vocational. Hence its focus on vocational teachers is gone. In addition, the original function to 
conduct research and development to support teaching and learning process in the vocational 
senior secondary schools has slowly disappeared. 

 
36. The proposed COE will be built on the current capacity of UPI. The COE will provide new 
study programs for TVET-teachers, so the TVET-system will be better prepared to meet the needs 
of Industry 4.0. UPI will be certified as a Professional Certification Body and as a Center for 
Competency Testing, so it can certify to competency levels described in the Indonesian 
Qualifications Framework. The COE will conduct research on developing new TVET-teaching and 
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learning models, which will be disseminated under the project The COE will also be furnished with 
capacity to provide in-service training for both TVET secondary school teachers and university 
instructors. The COE aims to contribute to a more systematic collaboration between pre-service 
and in-service teacher training institutions, in collaboration with the MOEC.  


